Department of Insurance

IN THE MATTER OF
THE EXAMINATION OF:

UNITED SERVICES AUTOMOBILE ASSOCIATION
9800 FREDERICKSBURG ROAD
SAN ANTONIO, TEXAS 78288

MARKET CONDUCT EXAMINATION WARRANT

1, the undersiﬁned, Director of Insurance of the State of Hlinoig, pursuant to
Sections 5/131.21, 5/132, 5/401, 5/402, 5/403 and 5/425 of the Illinois
Insurance Code (215 ILCS 5/ 131.21, 5/132, 5/401, 5/402 and 5/425) do hereby
?hppomt Roger Henschen, Examiner-In-Charge, Larry Nelson, and associates as

€ proper persons to examine the insurance business and affairs of United
Services Automobile Association of San Antonio, Texas, and to make a full
and true tp'pon to me of the examination made l;y them of United Services
Automobile Association with a full statement of the condition and operation of
the business and affairs of United Services Automobile Association with any
other information as shall in their opinion be requisite to furnish me a
statement of the condition and ogergtwn of its business and affairs and the
manner in which it conducts its business.

The persons so appointed shall also have the power to administer oaths and

E)

to examine any person concerning the business, conduct, or affairs of United

«

Services Automobile Association.

IN TESTIMONY WHEREOF,

I hereto set my hand and cause to be aflfixed the Seal of my office.
Done at the City of Springfield, this  { 7 . day of Tunt

bl ey
# N (

Michuel 1. MeRaith
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Doune at the City of Chicago, this 261h day of September, 2012.
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Department of Insurance

IN THE MATTER OF
THE EXAMINATION OF:

USAA CASUALTY INSURANCE COMPANY
9800 FREDERICKSBURG ROAD
SAN ANTONIO, TEXAS 78288

MARKE N T EXAMINATION I

I, the unders%ned, Director of Insurance of the State of Hiinois, pursuant to
Sections 5/131.21, 5/132, 5/401, 5/402, 5/403 and 5/425 of the lllinois
Insurance Code (215 ILC'S 5/ 131.21, 5/132, 5/401, 5/402 and 5/425) do hereby

ppoint Roger Henschen, Examiner-In-Charge, Larry Nelson, .and associates as

€ proper persons to examine the insurance business and affairs of USAA

Casualty Insurance Company of San Antonio, Texas, and to make a full and
true report to me of the examination made by them of USAA Casualty
Insurance Conggapy with a full statement of the condition and pﬁera, tion of the
business and affairs of USAA Casualty Insurance Company with any other
information as shall in their apinion be requisite to furmish me a statement of
the condition and operation of its business and affairs and the manner in which
it conducts its business.

The persons so appointed shall also have the power to administer oaths and

to examine any person concerning the business, conduct, or affairs of USAA
Casualty Insurance Company.

IN TESTIMONY WHEREOF,

U hercto set my hand and cause to be affixed the Seal of my office.
Done at the City of Springficld, this  # N day of :}m . B
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Mickhael T. MoRa Director




STATE OF ILLINOIS )
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COUNTY OF SANGAMON )

I personally served a copy of the within Warrant by leaving
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IN THE MATTER OF THE EXAMINATION OF

USAA CASUALTY INSURANCE COMPANY
9800 FREDERI gBURG ROAD
SAN e‘tN'I‘(.)I‘IlCS:,7 TX 78288-0344

the undersi i f Insurance of the State
PRCTEX R
Kevin T. Lee, and Ket Jenking-Wright ga:!
::vi-ggmu Casualtylg;uwwc #L
'wing leting the examinati prepared
g e B e e s Sl s
f i & f
mOrdu or Creviewmn;dmalof Director.” The costs of this

by
The 80 ted also have th to administer oaths and to examine
any person conceming i o opall o condhct, of ARAIFS of the Compmans

INMMONYWIIMEImeMmeh
sffixed this Scal.
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Department of Insurance

IN THE MATTER OF
THE EXAMINATION OF:

USAA GENERAL INDEMNITY COMPANY
9800 FREDERICKSBURG ROAD
SAN ANTONIO, TEXAS 78288

MARKET CO TEX NATION WA T

I, the undmiﬁned, Director of Insurance of the State of Illinois, pursuant to
Sections 5/131.21, 5/132, 5/401, 5/402, 5/403 and 5/425 of the lllinois
Insurance Code (215 ILCS 5/131.21, 57132, 5/401, 5/402 and 5/425) do hereby
a,;‘)pomt Roger Henschen, Examiner-In-Charge, Larry Nelson, and associates as
the pm?er gerson’ $ to examine the insurance business and affairs of USAA
General Indemnity Company of San Antonio, Texas, and to make a full and
true report to me of the examination made by them of USAA General
Indemnity Company with a full statement of the condition and operation of the
business and aftairs of USAA General Indemnity Company with any other
information as shall in their opinion be requisite to furnish'me a statement of
the condition and operation of its business and affairs and the manner in which

it conducts its business.

The persons so appointed shall also have the power to administer oaths and
10 examine any person concerning the business, conduct, or affairs of USAA

General Indemnity Company.

IN TESTIMONY WHEREOF,

1 hereto set my hand and cause to be affised the Seal of my office,

Done at the City of Springfield. this 7 7%% _ day of Fleoe. . Zor0
i .
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IN THE MATTER OF THE EXAMINATION OF

! USAA GENERAL INDEMNITY COMPANY
9800 FREDERICE AT BURG ROAD

SAN ANTONIO, TX 78288-0344
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Andraw Borow
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Department of Insurance

IN THE MATTER OF
THE EXAMINATION OF:

GARRISON PROPERTY & CASUALTY ASSOCIATION
9800 FREDERICKSBURG ROAD
SAN ANTONIO, TEXAS 78288

MARKET CONDUCT EXAMINATION WARRANT

1, the unders:iﬁned, Director of Insurance of the State of 1linois, pursuant to
Sections 5/131.21, 5/132, 5/401, 5/402, 5/403 and 5/425 of the Illinois
Insurance Code (215 ILCS 5/131.21, 5/132, 5/401, 5/402 and 5/425) do hereby
aé)pomt Roger Henschen, Examiner-In-Charge, Larry Nelson, and associates as
e proper persons to examine the insurance business and affairs of Garrison
Property & Casual Association of San Antonio, Texas, and to make a full and
true report to me of the examination made b’é them of Garrison Property &
ualty Association with a full statement of the condition and operation of the
business and aftairs of Garrison Property & Casualty Association with any
other information as shall in their opinion be requisite to furnish me a
statement of the condition and ogcrgnon of its business and afYairs and the
manner in which it conducts its business.

The persons so appointed shall also have the power to administer oaths and
to examine any person concerning the business, conduct, or affairs of Garrison
Property & Casualty Association.

IN TESTIMONY WHEREOF,

1 hereto set my hand and cause w be affixed the Seal of my office,
Dune at the City of Springfiekd, this 7 7 . day of Jlene. . Zoip
x,

o

Michael T. McRaith Direcrar
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IN THE MATTER OF THE EXAMINATION OF

| GARRISON P R’ INSURANCE COMPANY
1 9500 FREDERICLSRURG ROLUALTY
SAN ANTONIO TX 78288-0344
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Done at the City of Chicago, this 26th day of September, 2012,

Lt

Awidrew Boron




United Services Automobile Association
USAA Casualty Insurance Company
USAA General Indemnity Company

Garrison Property & Casualty Insurance Company



MARKET CONDUCT RE-EXAMINATION REPORT

: DATE OF EXAMINATION:

RE-EXAMINATION OF:

LOCATION OF EXAMINATION:

'PERIOD COVERED BY
RE-EXAMINATION:

EXAMINERS:

October 18, 2010 through
December 17, 2010

United Services Automobile
Association,
Foreign Inter-insurance Exchange

USAA Casualty Insurance Company,
Foreign Stock

USAA General Indemnity Company,
Foreign Stock

Garrison Property & Casualty
Insurance Company,
Foreign Stock

9800 Fredericksburg Road
San Antonio, Texas 78288

September 1, 2009 through
August 31, 2010

Larry J. Nelson
Roger O. Henschen
Examiner-in-Charge
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COMPLIANCE

The Company was previously the subject of a Market Conduct Examination conducted
by the Illinois Department of Insurance completed January 25, 2008, and covering the
period from September 1, 2006 through August 31, 2007. Based upon the findings of
that examination, the following eight (8) orders were issued in order for the Company to
be in compliance.

1.

Institute and maintain procedures whereby private passenger automobile
policyholders whose policy is being canceled are provided a notice of
cancellation as required by Section 5/143.15 of the Illinois Insurance Code. (See
215 ILCS 5/143.15).

The Company is in compliance.

Institute and maintain procedures whereby private passenger automobile insureds
whose collision claim was paid are provided delay letters when the claim remains
unresolved for more than forty (40) days as is required and outlined in Section
919.80(b)(2) of the Illinois Administrative Code. (See 50 Hi. Adm. Code
919.80(b)(2)).

The Company is not in compliance but has improved substantially,

Institute and maintain procedures whereby private passenger automobile insureds
whose collision claim was closed without payment are provided delay letters
when the claim remains unresolved for more than forty (40) days as is required
and outlined in Section 919.80(b)(2) of the Illinois Administrative Code. (See 50
Ill. Adm. Code 919.80(b)(2)).

The Company is in compliance.

Institute and maintain procedures whereby private passenger automobile
policyholders who have experienced a total loss to their vehicle are provided
delay letters when the claim remains unresolved for more than forty (40) days as
is required and outlined in Section 919.80(b)(2) of the Illinois Administrative
Code. (See 50 I1l. Adm. Code 919.80(b)(2)).

The Company is not in compliance but has improved substantially.

Institute and maintain procedures whereby all total loss insureds are treated
equally when paying tax, title and transfer fees as required by Section 5/154.6(r)
of the Illinois Insurance Code. (See 215 ILCS 5/154.6(r)).

The Company is in compliance.



Institute and maintain procedures whereby policyholders who have experienced a
total loss to their vehicle are provided the information contained in Exhibit A and
provided that information within seven (7) days of the vehicle being determined a
total loss as outlined in Section 919.80(c) of the Illinois Administrative Code.
(See 50 Ill. Adm. Code 919.80(c))

The Company is not in compliance but has improved substantially.

Institute and maintain procedures whereby the Company responds to written
consumer complaints in a written form and in a timely fashion as required by
Section 5/143d(b) of the Illinois Insurance code. (See 215 ILCS 5/ 143d(b))

The Company is in compliance.

Institute and maintain procedures whereby automobile policyholders and third
party claimants as well as property policyholders are provided delay letters as
outlined in Section 919.80(b)(2), 919.80(b)(3), and 919.80(d)(7)(B) of the Illinois
Administrative Code. (See 50 Ill. Adm. Code 919.80(b)(2), 919.80(b)(3), and
919.80(d)(7)(B))

The Company is not in compliance but has improved substantially.
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SUMMARY

1.

The Company was criticized for canceling auto policies that had been in effect for
more than 60 days for reasons other than allowed by 215 ILCS 5/143.19.

A General Trend Criticism was issued in the Private Passenger Automobile
Cancellation Survey.

The Company was criticized for failing to send the insured a reasonable written
explanation for the delay as outlined in 50 I1l. Adm. Code 919.80(b)(2).

A General Trend Criticism was issued in the Auto First Party Paid Survey.

The Company was criticized under 50 Ill. Adm. Code 919.80(b)(3) for failing to
provide the third party claimant with a reasonable written explanation for the
delay when the property damage claim remained unresolved for more than 60
calendar days.

A General Trend Criticism was issued in the Third Party Paid Survey.

The Company was criticized under 50 Ill. Adm. Code 919.80(b)(3) for failing to
provide the third party claimant with a reasonable written explanation for the
delay when the property damage claim remained unresolved for more than 60
calendar days. '

A General Trend Criticism was issued in the Third Party Closed Without Payment
Survey.

The Company was criticized under 50 I11. Adm. Code 919.80(b)(2) for failing to
provide the insured who had experienced a total loss to the insured vehicle a
reasonable written explanation for the delay when the claim remained unresolved
for more than 40 calendar days.

A General Trend Criticism was issued in the Total Loss Survey.

The Company was criticized under 50 Ill. Adm. Code 919.80(c) for failing to
provide insureds who experienced a total loss to their vehicle the information
contained in Exhibit A or failing to provide the information contained in Exhibit
A within seven (7) days of the vehicle being determined a total loss.

A General Trend Criticism was issued in the Total Loss Survey.

- The Company was criticized for making a mathematical error and creating a

Claim Underpayment of $80.00 in the Total Loss Survey. The Company made
the $80.00 payment to the insured.



10.

11.

12.

13.

14.

15.

The Company was criticized under 50 Ill. Adm. Code 919.80(d)(7)(B) for failing
to provide the insured a written explanation for the delay when the claim
remained unresolved for more than 75 calendar days.

A General Trend Criticism was issued in the Homeowner Paid Survey.

The Company was criticized under 50 Ill. Adm. Code 919.80(d)(7)(B) for failing
to provide the insured a written explanation for the delay when the claim
remained unresolved for more than 75 calendar days.

A General Trend Criticism was issued in the Homeowner Closed Without
Payment Survey.

The Company was criticized under 50 Ill. Adm. Code 919.80(d)(7)(B) for failing
to provide the insured a written explanation for the delay when the claim
remained unresolved for more than 75 calendar days.

A General Trend Criticism was issued in the Residential Fire Paid Survey.

The Company was criticized for a Policy Contract Violation in the Residential
Fire Paid Survey when making an $8,276.80 claim payment for coverage that was
not on the policy.

The Company was criticized in the Residential Fire Paid Survey when making a
mathematical error resulting in a Claim Overpayment of $3,816.44.

The Company was criticized in the Residential Fire Paid Survey when failing to
take the $500 deductible from the claim payment creating a Claim Overpayment
of $500.00.

The Company was criticized under 50 Ill. Adm. Code 919.80(d)(7)(B) for failing
to provide the insured a written explanation for the delay when the claim
remained unresolved for more than 75 calendar days.

A General Trend Criticism was issued in the Residential Fire Closed Without
Payment Survey.

The Company was criticized under Sections 919.80(b)(2), 919.80(b)(3),

and 919.80(d)(7)(B) of the Illinois Administrative Code for failing to send

delay letters as required. Criticisms were issued in the individual surveys. When
the Auto and Property claims surveys are combined, a General Trend was
revealed. When delay letters were due, the Company failed to send delay letters
as required in 61 of 275 instances (22.18% of the time).
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METHODOLOGY

The Market Conduct Re-examination places emphasis on evaluating an insurer’s
systems and procedures in dealing with insureds and claimants.

The following categories were the areas examined:

1. Risk Selection
2. Claims
3. Complaints

The review of these categories was accomplished through examination of individual risk
selection, claim and complaint files and interviews with company personnel. Each of
these categories were examined for compliance with Departmental Rules and Regulations

~ and applicable state law with the primary focus on the issues regarding the orders issued

from the previous examination.

The report concerns itself with improper practices performed with such frequency as to
indicate general business practices. Individual criticisms are identified and
communicated to the insurer but are not cited in the report if not indicative of a general
trend, except if there were underpayments and/or overpayments in claim surveys.

The following methods were used to obtain the required samples to assure methodical
selection.

Risk Selection
Cancellations were requested on the basis of the effective date of the transaction falling
within the period under examination. They were reviewed for their compliance with

statutory requirements, the accuracy and validity of reasons given and for any possible
discrimination.

Claims

Claims were requested based on the settlement occurring within the period under
examination.

Complaints

Complaints were requested based on those received by the Company during the period
under examination.



Selection of Samples

Total # %

Risk Selection Files Reviewed Reviewed
1. Private Passenger Automobile 11 11 100.00

Cancellations
Claims
1. Auto First Party Paid 9692 140 1.44
2. Auto First Party Closed Without Payment 3724 64 1.72
3. Auto Third Party Paid 6416 107 1.67
4, Auto Third Party Closed Without Payment 1697 53 3.12
5. Auto Total Losses — First Party 1954 103 5.27
6. Homeowner Paid 3784 150 3.96
7. Homeowner Closed Without Payment 1299 108 8.31
8. Residential Fire Paid 197 74 37.56
9. Residential Fire Closed Without Payment 74 74 100.00
Complaints

1. Consumer Complaints 81 81 100.00






